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Year ended Four months ended 
December 31 December 31 
1973 1972 
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Warrington Products Limited 


To The Shareholders 


Warrington Products Limited in 1973 recorded a 
year of major growth with new records being set 
in consolidated sales of $17,938,936 and in net 
income of $1,021,488 after full taxes. Earnings 
per share were $1.05, based on the average 
number outstanding during the year and, assum- 
ing that all warrants and non-contingent convert- 
ible notes were converted into common shares, 
earnings would be $0.79 fully diluted. 

Banner Industries and associated companies 
were acquired during 1973 and their results are 
included in the financial statements as of the 
effective date of purchase of May 1, 1973. Ona 
proforma basis, assuming that the Banner oper- 
ations were included with Warrington for the 
whole of 1973, we estimate that earnings per 
share would have been approximately $0.95 
fully diluted. 

Banner Industries operates as a supplier of 
decorative and ornamental hardware, hand tools, 
garden tools and similar products to the retail 
trade including the mass retailers. It is the dom- 
inant Canadian source of switch plates and has 
pioneered in the display and merchandising of 
many forms of cabinet and other hardware used 
in the home. Your directors are pleased to 
welcome Banner’s founders, Norman Bacher 
and Tom Sved, and their staff into Warrington. 

In 1973 Warrington continued its development 
as a fast growing Canadian company engaged 
in the manufacture and nationai distribution 
of products for the home in three groups: 
Appliances, Home Improvement Products, and 
Recreation Products. 

As forecast in last year’s Annual Report, 
Industrial Plastic Extrusions Ltd., constructed 
and put into operation a new plant in St. Hubert 
Industrial Park, on the outskirts of Montreal and 
a few miles from the existing plant. These new 
facilities were realized in record time and per- 
mitted a significant increase in production. The 
land area of the new site is large enough to 
accommodate both further expansion and the 
eventual relocation of the original plant. Banner 
Industries has recently completed a move to 
modern premises in Toronto, which will give 
them a 100% increase in working space. 


Outlook 


Like virtually all manufacturing companies 
today, Warrington’s operating units are facing 
the problems of maintaining consistent raw 
materials supply, escalating materials prices 
and higher costs of money. In a time of histor- 
ically high inflation rates, it is essential to cover 
higher costs with increased prices and yet 
preserve orderly marketing patterns. So far, our 
units have been able to accomplish this difficult 
task. Where imports are brought In from abroad, 
as is the case with several of the Danby and 
Banner product lines, the erratic behaviour of 
foriegn exchange rates represents an additional 
challenge to management skills. 

Recent economic forecasts are predicting 
real growth of 4.5% in the Canadian GNP for 
1974 with inflation continuing at rates of 8 to 10%. 
If these predictions are confirmed, Canada will 
show appreciably more real growth than the 
United States, due largely to our strong resource 
base. In contrast to U.S. performance, housing 
starts in Canada so far this year have held up, 
and are close to the record rates of the last two 
years. Personal savings have been maintained 
at high levels for the last two years and, in our 
view, there is ample reason to believe that 
consumer spending will be strong throughout 
1974. These factors lead us to believe that 1974 
will be a year of opportunity for each of our 
operating units. 

Continuing inflation at or near the two figure 
level represents a serious and frightening threat 
to the stability of our economy. A major origin of 
this world-wide phenomenon is the surge of the 
last 2 years in the price of commodities, due 
largely to a series of crop failures. This will in 
time correct itself and in any case Is outside the 
control of most central governments. However, 
of similar importance is excessive government 
spending, the classic initiator of inflation. It is to 
be hoped that the Canadian government, which 
has doubled its budget in the last five years, 
will begin to exercise restraint in its massive 
spending programs. 


Capital Changes 


The block of 400,000 shares formerly held by 
GBC Capital Ltd. was purchased by Cemp 
Investments Ltd., in October, 1973. At that time 
Cemp assumed the guarantee of the Corpora- 
tion’s bank loan of $1,500,000, and extended it 
to $2,050,000 to assist with the purchase of 
Banner Industries. 

Management intends to retire bank loans with 
an equity issue when security market conditions 
permit. 

To obtain additional funds for the purchase of 
Banner private placements of 53,847 shares to 
yield $350,000 were made in October, 1973. 
Acquisition 
Most of our shareholders are aware that Warring- 
ton has announced agreement in principle to 
offer to purchase all the issued and outstanding 
Class B and Class C shares of Greb Industries 
Limited at $16.50 cash per share. The agreement 
is subject to successful completion of a financial 
examination of Greb by Warrington. 

Greb Industries was founded in 1912 and 
has been developed by the Greb family into 
Canada’s largest supplier of casual and sporting 
shoes boots and skating outfits. The ‘Hush 
Puppies’ and ‘Bauer’ trade names are very wide- 
ly known. Interim financing has been arranged 
and is noted later in this report. 

The directors and management wish to 
express their appreciation of the skills and 
efforts of all members of the Warrington group 
during 1973. 


On behalf of the Board, 


ie 


John O. McCutcheon 
Chairman of the Board. 


Charts reflect internal growth only, on arecast basis, assum- 
ing all current subsidiaries had been acquired on January 1, 
1969. 


Sales 


Millions of dollars 


21 


Earnings 


Thousands of dollars 


1400 


Warrington products for the home 


The development, manufacture and marketing 
of products utilized in and around the home is 
the theme of Warrington. 


Warrington 


—— 


Appliances Home Improvements Recreation 


Future plans are being formulated around this 
theme and the three main product groupings 
that contribute to the total line of Warrington 
products. 


Appliances 


The Appliance line of products are manufactured 
and marketed by The Danby Corporation, located 
in Montreal Danby, one of the original marketers 
of compact appliances in Canada has come to 
be recognized as the industry leader. 


Manufactured Products 
ae eae T > ea a ra) 
Ranges Small Appliances Barbecues Metal Cabinets 


Traditionally a major supplier of compact 
ranges (24") and rangettes, Danby has recently 
entered the ‘standard size’ range market with 
the successful introduction of their 30” range. 

The small appliance product line has also 
been expanded with the introduction of two table 
top ranges. In addition the Danby deep fryer has 
undergone a number of improvements and for 
the first time is available in colour. 

Marketing both under private label and under 
the Bronco brand name, Danby has established 
itselfas amajor supplier of barbecues in Canada. 
Their portable gas barbecue introduced in 
1973 is unique in the market and as a result of 
the advantages it offers over charcoal barbecues 
continues to receive increased customer 
acceptance. 

An expansion program has recently been 
completed that will permit Danby to substantially 
increase its metal cabinet line. These products 
currently marketed in Quebec and Ontario com- 
plement the Danby metal fabricating operation. 

Danby’s line of compact refrigerators and 
freezers manufactured by Ignis of Italy continues 
to dominate the compact appliance market in 
Canada. In 1973 the company introduced two 


Imported Products 


| 


Refrigerators Freezers 


new models of upright freezers that have re- 
ceived excellent support at the consumer level. 
While uprights still hold a relatively small share 
of the total freezer market this is increasing 
rapidly. In an effort to expand its product line 
Danby recently concluded an agreement with 
Ibellsa, a company jointly owned by the Zanuss| 
Company, the largest Italian manufacturer of 
appliances, and an agency of the Spanish 
Government. Ibellsa will supply Danby with a 13 
cubic foot refrigerator that will be marketed as a 
companion unit to the recently introduced 30” 
range. 

The growth rate of the compact appliance 
market, three times that of the standard size 
appliance market, and the successful introduc- 
tion of the 30” range, are both expected to con- 
tribute to Danby’s growth rate continuing to 
exceed that of the appliance industry. 


Home Improvements 
The two companies contributing products in 
this area are Banner Industries and Industrial 
Plastics. 

Banner Industries, the company’s most recent 
acquisition, has become a major factor in the 
Canadian Decorative Hardware market. 


Banner Industries 


LM A <<<... 
Decorative Decorative Garden Decorative Hand 
Switch Cabinet Tools Spindles Tools 
Plates Hardware and 
Plaques 


Through an aggressive program of product 
introduction and merchandising innovation 
Banner is now the largest manufacturer and 
supplier of decorative switch plates in Canada. 
Its switch plate manufacturing facility has 
evolved into one of the most integrated in North 
America. 


(Right) The growth rate of compact appliances con- 
tinues to outperform that of the standard size market. 
As the largest supplier of compact appliances in 
Canada the company benefits from this growth. 


3 


(1) The new product offering of the Charm-n-style line 
of decorative hardware have allowed it to continue to 
increase its market position. 


(2) Bronco barbecues and Banner garden tools have 
captured significant shares of theirrespective markets. 


(3) Symbolic house constructed from a sampling of 
the many custom extrusions manufactured for the con- 
struction market. 


(4) Jetliner luggage continues to dominate the 
Canadian fashion luggage scene. 


The company’s line of decorative cabinet 
hardware has also captured a significant share 
of the Canadian market. Banner’s unique point 
of sale displays have been an important con- 
tributor to their market penetration and related 
Sales SUCCESS. 

As an important supplier of promotional lawn 
care and garden tools, Banner is benefiting 
from the increased consumer interest in garden- 
ing. To further strengthen its market position the 
company is evaluating a program to increase 
the Canadian manufacturing content of this 
product line. 

The company has the exclusive Canadian 
marketing rights to the ‘Repli-carve’ line of de- 
corative spindles and plaques. As the market 
leader with this product line the company has 
benefited significantly from the increased in- 
terest in home improvements. 

Banner also acts aS a commission agent for 
the Oxwall line of hand tools. Oxwall, a wholly 
owned subsidiary of Consolidated Foods in the 
United States, is the largest supplier of pro- 
motional hand tools in North America. 

Although Banner has been in the decorative 
hardware field for less than fifteen years it has 
come to dominate the product areas in which it 
operates. The continuing rising interest in home 
improvements, in addition to the company’s 
merchandising aggressiveness, should ensure 
a continuing rapid growth in sales. 

Industrial Plastic which also contributes to the 
Home Improvement product area, has estab- 
lished itself as one of the largest custom ex- 
truders of plastic in Canada. The majority of the 


company’s products are manufactured for the 
window market. Vinyl window frames, with a 
number of advantages over the traditional 
aluminum frames, continue to increase their 
share of the window frame market. 

Industrial Plastic, primarily as a result of their 
success in meeting the high standards de- 
manded by their customers, has outperformed 
the plastics industry growth rate by a ratio of 2:1. 
Although the plastics industry in general finds 
itself faced with restrictions on the availability of 
raw material, Industrial Plastics, because of its 
position in the market, is expected to continue 
to outperform the industry. 


Recreation 

In the recreation product grouping Dominion 
Luggage currently is the sole contributor with 
its Jetliner Fashion luggage. Dominion, tradition- 
ally a style leader in the Canadian luggage 
industry, has one of the most fully integrated 
luggage manufacturing facilities in North 
America. While currently occupying the number 
one position in luggage sales in Canada, 
Dominion also is a respectable fifteenth in the 
ranking of all North American luggage 
manufacturers. 

Having recently entered the export market 
Dominion now markets its products in the United 
States, United Kingdom, British West Indies, 
Germany and Australia. New products in- 
troduced in 1974, future products planned and 
continued expansion of the export sales market 
indicate a period of continued growth for the 
luggage products. 


Auditor’s Report W 


Touche Ross & Co. 


1 Place Ville Marie 
Montreal, Quebec H3B 2A2 
(514) 861-8531 


The Shareholders, 
Warrington Products Limited. 


We have examined the consolidated balance 
sheet of Warrington Products Limited and its 
Subsidiaries as at December 31, 1973 and the 
consolidated statements of earnings and re- 
tained earnings and source and application of 
funds for the year then ended. Our examination 
included a general review of the accounting 
orocedures and such tests of accounting records 
and other Supporting evidence as we considered 
necessary in the circumstances. 

In our opinion these consolidated financial 
statements present fairly the financial position 
of the companies as at December 31, 1973 and 
the results of their operations and the source 
and application of their funds for the year then 
ended, in accordance with generally accepted 
accounting principles applied on a basis con- 
sistent with that of the preceding period. 


oi ae 


Chartered Accountants, Montreal, Quebec. 
May 7, 1974. 


Consolidated Balance Sheet 


as at December 31, 1973 


Assets 
Current 


Ors ae nee ed ne eC eA ee MN REE er Ae ria se Ma 2 
Accounts receivable (INGI@S) aaa) ean ee eee 
Inventories at the lower of cost and net realizable value (Note 3)... 
Prepaid CxPenses tein ie ect ols aaa ree tee 


Fixed assets 


Land,bullaing anciequipment, al COSt., == ee emia a ee ere 
bess Accumulated Ge preclaliontees..icti eran cian eee are 


Excess of cost of investment in subsidiary companies over net 


book value at dates of acquisition (Notes 1,4 andQ9) ............ 


On behalf of the Board: 
J.O. McCutcheon. Director 
A. M. Ludwick Director 


1973 1972 
$ 332,987 $ 482,216 
3,620,598 2,783,963 
5,203,640 4,222,638 
46,633 35,118 
9,203,858 7,523,935 
1,554,970 1,023,526 
671,531 564,797 
883,439 458,729 
6,393,561 3,485,840 
$16,480,858 $11,468,504 


Liabilities 
Current 


Baniain@eotecdMess(INOIGS) nae san onrend hans wane 
Accounts payable and accrued liabilities ........... 
MEO MeraxeS DAV AOIO" Weak aa baad neti n.d aan SY 


Amount payable re acquisition of subsidiary company 


HO CUNO AVVO)! Cte aay trek le oat IL OSes Nona UES na 


Notes payable (Note 4) 


Long-term debt 
Notes payable (Note 4) 


DESTROCNMNCOMeTAaXGSi: Ges. kkexccOs dws Be as wae oes 


Contingencies and commitments (Note 9) 


Shareholders’ Equity 


Capital stock (Note 5) 
8% non-cumulative redeemable (at $4.86) convertible 


preference shares, par value $4.50 each .......... 
Commomon aes moO Pal VANUC ec c.t0 tenes oa sede nacre © 


CG Mimo Ule Oru USes.c1e was ae eee ee ee oo wetdre 
BiStaimOcne auMilG srt or sieaonnans rm koala age ca ns ewes b4 


W 


1973 1972 
$ 4,617,032  $ 1,997,690 
2,261,850 1,861,702 
561,645 579,775 
= 1,475,000 
= 212,000 
790,000 259,935 
8,230,527 6,386,102 
4,421,667 2,751,667 

40,473 - 

2 146,993 
2,660,350 2,077,047 
2,660,350 2,224 040 

= 7,500 

Pell ecns| 99,195 
3,788,191 2,330,735 
$16,480,858 $11,468,504 


Consolidated Statement of Earnings and Retained Earnings 


For the year ended December 31, 1973 


Year ended Four months ended 
December 31, December 31, 
1973 1972 
(Note 2) 

SALES ss scanag ots lays deb an os dela barracos belo eee re nae ae ae Beton sae aa ee $17,938,936 $ 4,552,929 
GOSPOLS AOS Sec ee et a ed oe ee ee ee 13,196,558 BRS Ne TAS, 
GOSS FON. a arc wk ots eh ie geass eh ne eg ec te 4,742,378 LIS 350 
Expenses 

DistnOution anc MarkCumGy 2cc.c. oewkie aca e wilee een ee ee 1,378,442 471,450 

AA AUAMSTRATION Are cece Sortie eh arene Se ee eee 1,025,031 2OVATDS 

Intereston JONG=lerimn Gell 5... ass ey vacuity rac tae ener e eee ee S20,070 12,872 

2,728,843 711,797 

Earnings DeforedimGOMe taxes tases oy iocee cee Se eee 2,013,535 407,553 
Incometaxes (NOTE 16) fo aes ele eect Snr sons reese ee - _ 992,047 192,121 
NEE CARING Ss 5 5s ails ere yale atecn seen eee ee re 1,021,488 2 15,432 
Retained earnings (deficit) at beginning of period ............... 99,195 (AI6237) 
fransterred tromcontnibuled SUMOIUS a2. ser tre et  ee 7,500 - 
Premium on redemption of preference shares (Note 5) ........... (342) - 
Retained earnings: attend Or penod (4. -< a=... ea etee ere $ 1,127,841 $ 99195 
Earnings eer share(NOIG G) ena. erase rg aan eee ee ae $ 1.05 $ 28 
Earnings pensharestully diluted (NOtGS ice. nase ee re $ ae, $ es 


Consolidated Statement of Source and Application of Funds 


for the year ended December 31, 1973 


W 


Year ended Four months ended 
December 31, December 31, 
1973 1972 
(Note 2) 
Source of funds 
From operations 
NaRGeIINOSMent © sumer ioe Gee eee c Cet Aa ae ee ee ES $ 1,021,488 Se 215462 
Amounts charged against income but not requiring an 
outlay of funds 
WOM ClaAlOMae steer cra art eae Me ce ytehene ae 125,200 Sill orcs! 
Bem CHINCOMeLaXeS tence te aed ue ieee aes 40,473 ~ 
1 187,217 247,063 
IS SUrMC C1OMC OLMMOll GMa C Smee hacia aac th ancha dt aseas wee eee « 440,585 1,506,020 
ISsuaime oO lOMO-lerimnVde Dt s...scans, olraeds ne tesla don ewe? 2,480,000 1,500,000 
4,107,802 3,253,083 
Application of funds 
ACOUSINOM Ol Subsidiary COMPaNleS 4.66 56.444. sS eas 3,614,099 3,171,696 
ReoSOMVVOUKIICRC A Dil al aC QUIN Cina critic ad ccvee Oppctme ase Soauiale cue 669,895 808 342 
2,944,204 2,363,354 
Long-term debt paid or due within one year...............005. 810,000 SECS) 
Hedempuon Ol OLelerenCe SNaneS: 2. cae tet Adam ne eo secs gee 4,617 a 
Purchase of fixed assets, other than those acquired on 
ine; purchase Of SUDSidiary COMPANIES: 44.6 es a. s coecme vas 513,483 33,090 
4,272,304 2,430,077 
Increase (decrease) in Working Capital «o.4 gece acc nan cnmns wade « (164,502) 823,006 
Working capital av beginning Ol DenOd was .cten. nec we o wu ldolen 1,137,833 314,827 
Wome Ditaliat CHGiOIMpeniOd ct cates «se ea tee in cake ee Of e,a0l SUM STGSISs: 


és, 


Notes to the Consolidated Financial Statements 
December 31, 1973 


1. Basis of Statement Presentation 


The consolidated financial statements include the accounts of the Corporation and its wholly owned subsidiaries. 
The acquisitions of subsidiary companies have been accounted for as purchases and accordingly their earnings 
have been included in the consolidated statements only from the dates of acquisition. It is the Corporation's 
policy not to amortize the excess of cost of investment in subsidiary companies over net book value at dates of 
acquisition unless the value of this excess is impaired. 

Effective May 1, 1973, the Corporation acquired on the following terms all of the outstanding shares of Bachnor 
Manufacturing Co. Limited, Tom Sved Limited, and Sundry Merchandise Sales Limited hereinafter referred to as 
Banner Industries. 

Cost of investment 

CASI ies id sico Li urdesig Sle) ierduntm 0 Baap lepRyantle bap Syavte Shen 6 ane es llc ae og ONE ek een yn eae $ 881,428 
Notes payable(Note 4) «on... 5 au foie eee eke onalinnk woate sane 4 Boats eee oie iene) ene eee 600,000 
Warrants to purchase 30,000 shares of the Corporation at $8.00 

per share, exercisableto October31,1978 2... as feie en ee ee ce Seen crete ee = 


1,481,428 
Net book value of Banner Industries at date ofacquisition ©... ia as. en ee ee 706,378 
Excess of cost of investment over net book value at date of acquisition ...................005. S21 75,050 


During the year the Corporation became obliged to pay certain additional amounts relating to the acquisition 
of subsidiary companies (see Notes 4 and 9) and charged these amounts to the excess of cost of investment in 
subsidiary companies over net book value at dates of acquisition. 


Balance at December Si 4972 sec os we ats nn oe bee oe aes ae Oe $3,485,840 
Additions during year 
=Acquisition of Banner IMGWSthES: 22.6042 cso su oc cole ere aioe oie ener ee eee nee ee 775,050 
-_ Additional:-amounts payable to Vendors 2.000 = sehen ecu cee ce een 2,037,435 
-= Other Costs:of ACQUISITIONS” ss). arens san cone oes ole + Secon Sieing aes prone meee ee 95,236 
Balance. at Decembers1 1978 aiiteka sc tee oes tandiepsesgve sl cs 240k nee ee $6,393,561 


Further considerations may be payable as described in Note 9. 


2. Change of Year-end and Comparative Figures 


The Corporation changed its year end from August 31 to December 31 effective December 31, 1972 and audited 
financial statements are not available for the year ended December 31, 1972. 
Certain of the figures for the four months ended December 31, 1972 have been restated for comparison. 


3. Bank Indebtedness 
The following assets have been pledged as security for bank indebtedness: 


1973 1972 
ACCOUNTS: FECSIV EID CE ee evecare este cae, Pretec ae eae Su ese OPC $3,581,000 $2,380,842 
LAVENTORIOS Rae Sh SE eee cael oT Dok He he Fie ieee ge Aged a ee 2,476,000 484 000 


The Danby Corporation, as security for $1,000,000 Banker's Acceptance, has issued 12% Demand Debentures 
under a trust deed, which bear a floating charge on all the assets of Danby in favour of its bankers. 

Bank loans of the parent Corporation amounting to $2,050,000 are guaranteed by Cemp Investments Ltd., 
a principal shareholder of the Corporation at a cost to the Corporation of 2% per annum and the issue of 36,667 
warrants to Cemp entitling the holder to purchase common shares of the Corporation at a price of $6.86 each, 
until October 25, 1978. 


4. Long-term Debt 
Notes payable related to the acquisition of the following companies: 


Industrial Plastic Extrusions Ltd. 1973 1972 
5% Notes payable in four equal annual instalments of $46,619.50 
inelucing tinterestonm UUme, NOMA 17.7 caesar eae a earner ene epee $ 160,000 $ 200,000 


5% Notes payable June 5, 1982 with annual interest of $10,000 due 
each anniversary, convertible into common shares at $2 per common 
share until June 5, 1977 and $5 per common share until maturity ............. 200,000 200,000 


The Danby Corporation 

5% Note payable in fifty-nine equal monthly instalments of $8,333 

plus-interest.calculated halt years se mcecte nse an een te 491,667 591-007 
5% Note payable November 2, 1977 with interest due quarterly, 

convertible into common shares at $6 per common share 

SUNY TLS: CMLL) sc see eS ce eco Sle sore a ccc een 400,000 400,000 
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1973 1972 
Non-interest bearing Note due July 1, 1974 payable one half in cash 
and one half in common shares of the Corporation valued at the 
AVELAG ema KGUptCe I VIaV el OTA whats uk. wicket cto Me S vuie oes eam odn 180,000 AGS 


Dominion Luggage Co. Limited 

‘4% Notes payable in four annual instalments of $150,000 on January 30, 

1974-1977 and one instalment of $900,000 on January 30, 1978 with 

Mehe Slay ADIENG AITO N| WS. nis Me Aiiresmans aes can ee ee ees ARE cases puter aanioka sae eae 1,500,000 1,500,000 
4% Notes payable February 2, 1978 with interest due quarterly, 

convertible into common shares at $8 per common share anytime 

Ei BMOL ADEM IC Venn er eu h rere tne Atay Tt er cs Cae A ee aoe ne Mat a idee a A WR A ag 1,500,000 ae 


Banner Industries 

4% Notes payable in fifty-eight equal monthly instalments of $10,000 

pipsineres! CalCiilated monthlye vite aes. + nen dae ends on ca qel ad os kee es 580,000 — 
Non-interest bearing Note due June 30, 1974 payable one half in 

cash and one half in common shares of the Corporation valued at 


HeraveraCgemanwerpnCcelmMViay: 19743 tcu sone sean cae k eed aew dS aisea dee 200,000 a 
5,211,667 3,011,602 
Less: Amounts due within one year shown in current liabilities ............... 790,000 209,930 


$4,421,667 $2,751,667 


5. Capital Stock, Share Purchase Warrants and Stock Options 


During the year all of the Corporations 8% non-cumulative redeemable convertible preference shares of a par 
value of $4.50 per share were either converted into common shares or were redeemed at a price of $4.86 per share. 

The following table shows the changes in the preference and common shares of the Gorporation during the 
year ended December 31, 1973. 


Preference Common 
Shares Amount Shares Amount 
Guistanding December Sly I97 2 se.ams i wage tee cee de 32,665 $146,993 930,345 $2,077,047 
SSXSUTKENG OL ALOE NS hat ce Ao tee ees ed arn en - - 62,698 408,685 
COnvemecauUningne Veal ones eee fhe sland eee eR (Giefioay (142718) S715 142,718 
Issued for cash on the exercise of warrants ............... — — 15,950 31,900 
PLCC CINE Clemen P nt teste LE, Seine Plans Boe ah i mutvens. 6 gue (950) (4,275) — — 
OM StancimawWecemoer sl (OLS: wecitas usc ecten ese desea = $  — 1,040,708 $2,660,350 
PULROMZ ECM CCEMOCT Ole 1973) wis cba crocs we w AES mee ate ees ~ $ — 3,000,000 noparvalue 


The Corporation has issued share purchase warrants entitling the holders to purchase an equivalent number 
of common shares of the Corporation as follows: 


Warrants Exercised Issued Warrants Price at which Exercisable 
Outstanding During During Outstanding Common shares on or 
Dec. 31, 1972 Year Year Dec. 31, 1973 May be Purchased Before 
TONES) 15,950 = 56,040 $2.00 July 31, 1976 
120,000 == = 120,000 2.00 May 31, 1977 
20,000 = — 20,000 5.00 Dec. 31, 1977 
2S = 100,000 100,000 6.44 Aug. 1, 1978 
— — 30,000 30,000 8.00 Ochs ins 
= = 36,667 36,667 6.86 Octi25,1978 
211,990 15,950. 166,667 362,707 


During the year the Corporation granted stock options to certain officers and employees of the Corporation 
and its subsidiaries to purchase common shares of the Corporation as follows: 


Price at which common shares Exercisable 
Common shares may be purchased on or before 
10,000 $7.52 Feb. 27, 1978 
2,000 7.00 Apr. 2, 1978 
12,500 
The Corporation has reserved 767,394 common shares for the following purposes: 
EXC S Oa PA iil fl ee me Re ae ete RN renee sachet thar ecaten & aisend nel eed ae aegis oe SOaiau: 
EX CTIGISe Mo SUC COO IS Meet Nari Merino) Severe cam dears tla tyed sends oat Gils Seuss Picea CGN Al Sa AWw 8 12,500 
COW OTTO Ol Ole STAY ADC mir eene pit oer eee At vee enacsagere we ya tafow sian tte ris Suchen Men weah dies) «Alp w! 392,167 
767,394 


The Corporation has set aside an additional 73,149 common shares for the contingent issuance to the vendors 
of the subsidiary companies (see Note 9). 


ih 


6. Income Taxes 


The Corporation has non-capital losses of approximately $526,000 which may be carried forward and deducted 
from the income of the Corporation in each of its taxation years until 1978 in computing taxable income in 
each of these years. 


7. Remuneration of Directors and Senior Officers 


During the year ended December 31, 1973 the aggregate direct remuneration paid or payable by the Corporation 
to the senior officers of the Corporation as a group aggregated $73,887 (four months to December 31, 1972 — 
$14,084). 


8. Earnings per Share 


Earnings per share are computed on the weighted average of common shares outstanding during the period. 

Fully diluted earnings per share give effect to the exercise of outstanding warrants and stock options, the 
conversion of preference shares and to the conversion privileges attached to the notes payable, but not to the 
shares which may be issued as outlined in Note 9 because such issues will not have a dilutive effect. 


9. Contingencies and Commitments 
(a) The Corporation is contingently liable to vendors of subsidiary companies as follows: 


Industrial Plastic Extrusions Ltd. 

If the aggregate pre-tax profits of Industrial exceed $2,267,500 for the five year period from April 1, 1972 to 
‘March 31, 1977, the Corporation is required to pay to the vendors of the shares of Industrial amounts up to 
$800,000 provided that if such pre-tax profits are less than $2,267,500 such amounts are subject to reduction 
from $800,000 to nil proportionately as such profits decrease from $2,267,500 to $1,250,000. This sum of $800,000 
is payable in annual instalments of up to $160,000 on May 31 in each of the years 1973 to 1977 based on the 
aggregate pre-tax profits of Industrial earned to March 31, in year of payment. 

If the cumulative pre-tax earnings of Industrial for the five years ended March 31, 1977 exceed $2,267,500, 
Industrial has agreed to pay, and if Industrial defaults the Corporation has agreed to pay, additional remunera- 
tion to two of its executives (one of whom Is a director of the Corporation). This remuneration will depend on 
the amount of the excess earnings and on the average market price of the common shares of Warrington Products 
Limited during the five years ended March 31, 1977 and during the month of March, 1977. 


The Danby Corporation 

The Corporation is required to pay to the vendor of Danby amounts up to $2,000,000 in annual instalments 
commencing July 1, 1973 and ending on July 1, 1977. Each annual instalment will be the amount of net after-tax 
profit of Danby for the immediately preceding fiscal year in excess of $200,000 up to a maximum instalment 
of $400,000 payable as to 50% in cash and as to the balance in common shares of the Corporation. Where net 
after tax profits in any one year exceed $600,000 the excess may be carried forward or backward in order to 
offset any deficiency in a prior or subsequent year. 


Dominion Luggage Co. Limited 

Non-interest bearing unsecured debentures have been issued by the Corporation to the vendors of the shares 
of Dominion which provide that the amounts payable to the vendors thereunder shall be nil if the aggregate 
net after-tax profits of Dominion for the five fiscal years of Dominion ending December 31, 1978 are less than 
$2,613,800, will increase from nil to $600,000 at the rate of $6 for every $1 of net after-tax profits in excess of 
$2,613,800 and will increase from $600,000 to $1,100,000 at the rate of $1 for every $20 of net after-tax profits in 
excess of $2,713,800. 

Banner Industries 

Non-interest bearing debentures have been issued by the Corporation to the vendors of Banner Industries 
which call for payment of up to $1,524,570 in annual instalments commencing on June 30, 1974 and ending on 
December 31, 1978. Each annual instalment will be the amount of net after-tax profit of Banner in excess of 
$75,000 for the eight months ended December 31, 1973, $150,000 for each of the years ended December 31, 
1974-1977 and $75,000 for the six month period ended June 30, 1978. These instalments are payable as to 50% 
in cash and as to the balance in common shares of the Corporation. 


(b) Manufacturing and warehousing premises are rented under various leases and for different periods ter- 
minating in 1974 to 1983. The aggregate annual rental for 1974 is $280,000. 


10. Events Subsequent to Balance Sheet Date 


On April 30, 1974 an agreement in principale was reached by the Corporation with the principal shareholders 
of Greb Industries Limited whereby the Corporation will offer to purchase for cash all of the outstanding Class B 
and Class C preference shares of Greb Industries Limited. If all of these shares are acquired the cost to the 
Corporation will be approximately $11,200,000. The agreement is subject to the satisfactory completion by the 
Corporation of a financial examination of Greb Industries Limited. 

In order to finance this proposed acquisition, the Corporation has arranged to borrow from its principal 
banker an amount of $9,500,000 and to sell to Cemp Investments Ltd. approximately 400,000 common shares 
for $2,000,000. The bank loan is subject to completion of a formal loan agreement; the private placement of 
shares is subject to approval by the appropriate regulatory authorities. 
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